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story which might be told in terms of debt and taxation*
The first war with China, which arose out of a
Japanese claim to reform and control Corea, ended
with the Treaty of Shimonoseki in 1895, by which
China was to pay an indemnity besides ceding the
island of Formosa and the Liao Tung Peninsula*
Thereupon Russia* Germany, and France combined
and ordered Japan off the mainland* The Japanese
Government submitted and abandoned the peninsula
in return for another 5 millions sterling added to the
indemnity, which paid for the expenses of the war*
But in 1897 Germany seised Kiao Chao, Russia Port
Arthur, and Great Britain Wei Hai Wei, while France
took another concession and Italy asked for a bay*
These events produced the anti-foreign Boxer move-
ment in China and fierce indignation in Japan* In
1902 an alliance was concluded with Great Britain, and
great military and naval preparations began to be made*
But as yet the Japanese debt was only 59 millions
sterling* In February 1904, encouraged by the financial
support of London, Japan launched an ultimatum
against Russia, and eventually achieved her territorial
ambitions* Port Arthur fell in January 1906, and the
Russian fleet was destroyed in the Tsushima Straits at
the end of May* But the Treaty of Portsmouth in
August brought no indemnity, and by 1910 the Japanese
debt in consequence of the war, followed of course
by increased armaments, had risen to 281 millions
sterling, from which it was with difficulty reduced to
about 260 millions at the beginning of 1914* To support
this and the growth of armaments very heavy taxation
(including an income tax graduated up to about 25 per
cent*) has been imposed*